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INVESTMENT RULES

for the purposes of a project completed within Priority III of the Operational Program Innovative Economy 2007-2013: Measure 3.1 –

Capital for Innovation.

Park Naukowo-Technologiczny “Euro-Centrum” Spółka z o. o. in Katowice, acting based on the Grant Agreement No. UDA-POIG.03.01-00-00-002/08-00 entered into on December 29, 2008 by and between Park Naukowo-Technologiczny “Euro-Centrum” Sp. z o. o. and Polish Agency for Enterprise Development, hereinafter referred to as “Implementing Authority/second level Intermediate Body”, hereby approves the Investment Rules effective within the project titled “Innovation Capital for Energy Conservation”, hereinafter referred to as the “Rules”.

.

ARTICLE 1 GENERAL PROVISIONS
The Rules shall determine principles of granting support by Park Naukowo-Technologiczny “Euro-Centrum” Sp. z o. o. (hereinafter referred to as “Park N-T”) in the pre-incubation and investment stages of the project “Capital for Innovation in the Area of Energy Conservation” completed within Priority III of the Operational Program Innovative Economy 2007-2013: Measure 3.1 – Capital for innovation.

ARTICLE 2 DEFINITIONS
Each time, the Rules mention the following:

1. OP IE – it should be understood as Operational Program Innovative Economy 2007-2013;

2. Regulation – it should be understood as the regulation of the Minister of Regional Development as of April 7, 2008 concerning granting by the Polish Agency for Enterprise Development of financial assistance within Operational Program Innovative Economy 2007-2013 (Dziennik Ustaw [The Polish Journal of Laws] 2008 No. 68, item 414);

3. Polish Agency for Enterprise Development (PAED – Implementing Authority/second level Intermediate Body);

4. Grant Agreement – it should be understood as the Grant Agreement no. UDA-POIG.03.01-00-00-002/08-00 entered into on December 29, 2008 by and between Park Naukowo-Technologiczny “Euro-Centrum” Sp. z o. o. and the Polish Agency for Enterprise Development (Implementing Authority/second level Intermediate Body);

5. Project – it should be understood as the project titled “Capital for Innovation in the Area of Energy Conservation” completed by Park N-T based on the Grant Agreement entered into with the Polish Agency for Enterprise Development as of December 29, 2008 (nr UDA-POIG.03.01-00-00-002/08-00);

6. Applicant – Originator – a natural person who does not conduct business activity or who conducts business activity which is not related to the pre-incubated innovative idea;
7. Project Team Manager – Project Manager responsible for managing the Project;
8. Project Team – it should be understood as the Project Team established by resolution of the Management Board of Park N-T;
9. Project Completion Time – it should be understood as the period beginning on December 1, 2008 (the beginning of eligibility of expenditure) until the day on which the Project is completed determined in Article 5 sec. 3 of the Grant Agreement;

10. Eligible expenditure (costs) – it should be understood as expenditure eligible for being covered by the support and paid by Park N-T in relation to the completion of the Project under the provisions of the Grant Agreement and the catalogue of expenditure eligible to be covered by the support as specified in the Regulation;

11. Pre-Incubation Stage – it should be understood as activities within the Project including identification of innovative solutions and determining their market potential through the following:

a) conducting examinations on an innovative solution;

b) analyzing the market of an innovative solution, developing a business plan/feasibility study,

c) preparatory works connected with starting business activities based on an innovative solution.
12. Initial/Detailed Application – it should be understood as an application for joining the OP IE project 3.1 (Applicants should fill in the relevant form), in which Applicants describe their ideas or technologies the implementation of which will be supported with the grant;

13. Investment Report – it should be understood as, among other things, project profitability analysis, defining chances for the commercial success of the established enterprise;
14. Capital Entry – it should be understood as investing in the company established as a result of the selection of an innovative idea as a part of the Pre-Incubation Stage of the Project through the acquisition of shares of that company;

15. Property, plant, and equipment – they should be understood as property, plant, and equipment as defined in art. 3 sec. 1 item 15 of the Accountancy Act as of September 29, 1994 (Dziennik Ustaw 2002 No. 76, item 694 as amended);

16. Intangible assets – they should be understood as intangible assets as defined in art. 3 sec. 1 item 14 of the Accountancy Act as of September 29, 1994 (Dziennik Ustaw 2002 No. 76, item 694 as amended);

17. Non-disclosure Agreement – it should be understood as the agreement entered into by and between the originator of an innovative solution and Park Naukowo-Technologiczny “Euro-Centrum” Sp. z o. o. during the stage of submitting the Initial and/or Detailed Application which specifies obligations of the parties concerning confidentiality within the scope related to information obtained by the parties during the Pre-Incubation and Investment Stages;
18. Pre-Incubation Agreement – it should be understood as the agreement entered into by and between the originator of an innovative solution and Park Naukowo-Technologiczny “Euro-Centrum” Sp. z o. o. after the Management Board of Park N-T has decided about starting the Pre-Incubation Stage of the Project which specifies obligations of the parties during the Pre-Incubation Stage and after the Pre-Incubation Stage has been completed;

19. Investment Agreement – it should be understood as the agreement entered into by and between the originator of an innovative solution, Park Naukowo-Technologiczny “Euro-Centrum” Sp. z o. o., and a private investor/private investors during the Investment Stage of the project which specifies principles of establishing a company and investment relationships in a newly-established company;

20. Micro-sized enterprise – it should be understood as an enterprise which employs fewer than 10 persons and which has an annual turnover and/or an annual balance sheet total not exceeding EUR 2,000,000 (the full definition is contained in Annex I to the Commission Regulation (EC) No. 800/2008 of August 6, 2008 declaring certain categories of aid compatible with the common market in application with Articles 87 and 88 of the Treaty – General block exemption regulation);

21. Small-sized enterprise – it should be understood as an enterprise which employs fewer than 50 persons and which has an annual turnover and/or an annual balance sheet total not exceeding EUR 10,000,000 (the full definition is contained in Annex I to the Commission Regulation (EC) No. 800/2008 of August 6, 2008 declaring certain categories of aid compatible with the common market in application with Articles 87 and 88 of the Treaty – General block exemption regulation);

22. Medium-sized enterprise – it should be understood as an enterprise which employs fewer than 250 persons and which has an annual turnover not exceeding EUR 50,000,000 and/or an annual balance sheet total not exceeding EUR 43,000,000 (the full definition is contained in Annex I to the Commission Regulation (EC) No. 800/2008 of August 6, 2008 declaring certain categories of aid compatible with the common market in application with Articles 87 and 88 of the Treaty – General block exemption regulation);
23. According to Annex I to the Commission Regulation (EC) No. 800/2008 of August 6, 2008 declaring certain categories of aid compatible with the common market in application with Articles 87 and 88 of the Treaty (General block exemption regulation), in order to calculate data applied to determine headcount of staff and financial threshold required to define the status of an enterprise, data related to the latest approved accounting period and calculated on an annual basis from the date of closure of the accounts shall be applied. Where, at the day of closure of the accounts, an enterprise finds that, on an annual basis it has exceeded or fallen below the headcount or financial thresholds defined for micro-, small-, and medium-sized enterprises, this will not result in the loss of acquisition of the status of the enterprise unless those thresholds are exceeded for over two consecutive accounting periods. In the case of newly-established enterprises (whose accounts have not yet been approved), the data to apply is to be derived from an estimate made in the course of the financial year.
Article 3 PUBLIC AID
1. Support for micro-, small-, or medium-sized enterprises within the Capital Entry specified in Article7 shall fall within the scope of de minimis aid and shall be granted pursuant to the conditions specified in the Commission Regulation (EC) No. 1998/2006 as of December 15, 2006 on the application of art. 87 and 88 of the Treaty to de minimis aid (Official Journal of the European Union, L 379 as of 28.12.2006, p. 5).

2. The amount of public aid shall be determined pursuant to the Act as of April 30, 2004 on the proceedings concerning cases related to public aid (Dziennik Ustaw 2004 No. 123 item 1291 as amended), i.e. the equivalent of the aid in euro shall be calculated according to the average rate announced by the National Bank of Poland and effective on the date when the aid is granted.

3. De minimis aid may be granted to an entrepreneur on condition that it does not exceed EUR 200,000, in total with other de minimis aid granted in the current calendar year and in two preceding calendar years from other sources and in other forms, and in the event of entrepreneurs conducting their activities in the road transport sector – on condition that it does not exceed EUR 100,000.

4. Public aid shall not be granted in the Pre-Incubation Stage related to in Article 4.

5. Having granted de minimis aid related to in sec. 1, Park N-T shall issue a certification concerning granting de minimis aid to the company.
Article 4 SCOPE OF THE RULES
1. The following persons may apply for support within the Project “Capital for Innovation in the Area of Energy Conservation”:

a) natural persons who do not conduct business activities and who have innovative ideas or technologies;

b) natural persons who have innovative ideas or technologies and who conduct business activities which are not related to innovative ideas concerning which they apply for the support.

2. The purpose of the support within the Project is to initiate innovative activities through financing of the Pre-Incubation and Investment Stages.

3. The general course of two stages of activities for the Project “Capital for Innovation in the Area of Energy Conservation” is presented in the diagram of Pre-Incubation Procedure which constitutes Annex no. 1 hereto.

4. The Pre-Incubation Stage of the Project “Capital for Innovation in the Area of Energy Conservation” shall be in accordance with the Procedure and shall include the following steps:

a) Step I GENERATION AND SELECTION OF IDEAS

b) Step II FINAL SELECTION OF PROJECTS
c) Step III PRE-INCUBATION – DETAILED ANALYSIS OF SELECTED PROJECTS
d) Step IV SELECTION OF A COMMERCIALIZATION PATH
5. The Investment Stage of the Project “Capital for Innovation in the Area of Energy Consumption” shall include activities taken in order to establish a company with a capital entry of Park N-T, quick expansion of the newly-established company in the market, and a capital exit at the end of the Project.
Article 5 PRE-INCUBATION STAGE
5.1. Recruitment announcement
1. Announcement concerning recruitment to the Project, hereinafter referred to as Recruitment Announcement, shall be published on a website.

2. The Announcement referred to in sec. 1 may be published in the local and regional media. The relevant decision shall be made each time by the Project Team Manager.
3. Park N-T may organize information meetings, including meetings in universities, in order to inform the public about the recruitment to the Project.

4. Recruitment to the Project shall be conducted in the continuous system.

5.2. Initiation of Pre-Incubation Procedure
1. The procedure of recruitment to the Pre-Incubation Stage shall be initiated upon the Recruitment Announcement concerning the Project.

2. The following application documents shall be required:

a) Initial Application (the template of an application is contained in the Annex no. 2);
b) Detailed Description of the Project (the template of an application is contained in the Annex no. 3).
5.3. Generation and selection of ideas
1. Application documents may be sent by Applicants by e-mail to the address specified on the website or by ordinary mail; they may also be submitted by Applicants in person in the office of Park N-T.

2. Documents sent in the electronic form shall require to be signed within 30 days following the date on which they were sent by e-mail. Should this condition not be met, these projects shall not be processed further.

3. Application documents shall not be returned to Applicants and shall constitute an annex to the report concerning the recruitment conducted as a part of the Project.

4. Based upon the Initial Application, the initial assessment of ideas shall be conducted.

5. If an Initial Application receives a positive opinion, the Applicant shall be sent a notification requiring him to prepare a Detailed Application in order to conduct further proceedings pursuant to the Pre-Incubation Procedure.

6. At this stage, Applicants shall enter into Non-disclosure Agreement with PNT. Entering into Non-disclosure Agreement at the stage of submitting Initial Application shall also be possible.

7. If an Initial or a Detailed Application receives a negative opinion, the Applicant shall be sent information on the negative opinion with a short description of reasons and on the failure of the Application to be processed further in the Pre-Incubation Procedure.

8. The information referred to in sec. 7 shall be sent by e-mail to the specified e-mail address of the Applicant

.

5.4. Final selection of projects
1. If an Initial and a Detailed Application receive positive opinions, a Project Assessment Report shall be prepared accompanied by a recommendation to qualify the project to the Pre-Incubation Stage.

2. The report shall be presented to the Management Board of PNT, which shall decide on further activities pursuant to the Pre-Incubation Procedure (“Innovation worth being commercialized” or “Project to be shelved”).

3. Should the Management Board decide on the initiation of the Pre-Incubation Stage, the Applicant and Park N-T shall enter into the agreement concerning the initiation of the Pre-Incubation Stage.

5.5. Detailed analysis of selected projects
1. Detailed analysis of projects selected for the Pre-Incubation Stage shall concern the following:

a) examination of patent clearance,

b) examination of innovation level,

c) analyses of the market of an innovative solution and other factors required to estimate market potential of a project.

2. External experts may be commissioned to perform individual tasks referred to in sec. 1.

3. Applicants shall participate in the stage referred to in sec. 1.

4. The final result of the analysis referred to in sec. 1 shall be a Business Plan including the assessment of commercialization opportunities for an innovative solution.

5. During the verification of commercialization opportunities for innovative solutions (identifying innovative solutions and determining their market potential), the following criteria shall be taken into account:

a) possibilities of introducing a product based upon an innovative solution to the market within 2 years following the date on which the company was registered by the Registry Court;

b) demand for capital essential for developing a final product based on an innovative solution may be satisfied by the capital declared by potential investors as a contribution to the initial capital of the company established within the Project;

c) demand for capital essential to offer the product in sales channels guaranteeing its quick market expansion may be satisfied by the capital declared by potential investors as a contribution to the initial capital of the company established within the Project;
d) the capital declared by possible investors as a contribution to the initial capital of the company established within the Project shall satisfy the demand for the capital essential to the quick expansion of the company;

e) possibilities of reaching gross return on sales of 20% within 3 years following the starting of the company’s activities;

f) possibilities of reaching the assumed internal rate of return (IRR) of 10-15% within 5 years;

g) estimated market potential for a product based on an innovative idea;
h) planned rate of increase in the income from the sales of the company as compared to the planned increase in the market potential;

i) potential of competitive companies and the intensity of competitive activities;

j) predicted period of payback up to 5 years or payback at least to the extent which would enable the return of the grant for the acquisition of shares by Park N-T;

k) possibilities of attracting new investors for further development of the company, e.g. through introducing the company to the “New Connect” trading market;

l) great managing abilities of people to who have been offered to manage the company.

6. The Business Plan referred to in sec. 4 should contain the following information:

a) basic information on the Originator;

b) detailed description of an innovative idea;

c) marketing plan;

d) planned product, goods or services which are the subject matter of the undertaking;

e) sources and plan of financing the undertaking;

f) SWOT analysis;
g) financial analysis;

h) organization of the undertaking;

7. The Project Team may invite external experts and the Applicant to take part in its sitting in order to obtain additional information which may influence the preparation of the Business Plan.

5.6. Selection of a commercialization path
1. The assessment of Business Plans prepared as a result of the step referred to in item 5.5 in the form of the Investment Report shall be presented to the Investment Committee accompanied by recommendations concerning the selection of a commercialization path.

2. The Investment Report should include a project profitability analysis, identify chances for commercial success of the enterprise to be established, and consist, in particular, of the following:

a) analysis of the trade within the area of which activities will be conducted by the company being the subject of the capital investment of Park N-T;

b) analysis of financial indices for the period of the investment;

c) expected gross internal return rate;

d) proposal of the capital structure of the company, including:

the size of a share acquired by each shareholder;

information on values of contributions made to the company;

e) schedule of activities related to the strategy concerning exit from the investment;

f) proposals of possible securities for Park N-T;

g) proposals of functions and participation of Park N-T representatives in supervisory and management bodies of the new company.

3. The Investment Committee (IC) shall give its opinion on Investment Reports in the form of resolution, stating economic grounds for equity participation of Park N-T.

4. Based upon Investment Reports and opinions issued by the Investment Committee, the Project Team shall prepare the report on the completion of the Pre-Incubation Stage, which shall then be transferred to the Implementing Authority/second level Intermediate Body in order to be approved.

5.7 . Investment Committee (IC)

1. The Investment Committee shall be nominated by the Management Board of Park N-T. The Project Investment Committee shall be composed of at least 3 persons.

2. At least one IC member should be an investment consultant or be experienced in assessing investment projects; experience in assessing seed investment undertakings and highly innovative undertakings. Each IC member shall have one vote.

3. The composition of IC shall be permanent; however, it may be enlarged depending on the character of the project with a representative of a cooperating institution who has specialist knowledge on the discussed project. The decision on the nomination of an additional person to the Investment Committee shall be made by resolution of the Management Board.

4. Meetings of IC shall be convened by the Project Team Manager. Notifications on the dates of IC meetings shall be sent by e-mail. IC meetings shall be convened each time after an Investment Report has been submitted.

5. Invitations to meetings sent to Committee members shall be accompanied with electronic versions of Investment Reports and other documents which shall be discussed during the relevant meeting. Invitations should include the date, time, and place of the Committee meeting as well as information on the possibility of participating in the relevant meeting in other ways than directly.

6. Meetings may be held with the assistance of devices for remote communication (phone conferences, on-line sessions etc.).

7. All IC meetings shall be attended by a representative of the Management Board (consultant function), the Project Management Team (reporting function), and the person responsible for preparing the Investment Report (reporting function).

Article 6

1. No minimum or maximum amount of support has been determined for the Pre-Incubation Stage, with the stipulation of values provided for in the Project budget.

2. Expenditure made during the Pre-Incubation Stage shall be paid by Park N-T; all services provided to Applicants by Park N-T shall be free unless other documents state otherwise.

Article 7

INVESTMENT STAGE
7.1. Decision on the Capital Entry to the company
1. During the Investment Stage of the Project, Park N-T may give financial support in order to commercialize an innovative solution of high market potential which has been selected as a result of the Pre-Incubation Stage with positive opinion.

2. In order for the decision about the capital entry to be made, it shall be necessary to identify, during the Pre-Incubation Stage, significant chances for commercial success of an enterprise (company) to be established, the activities of which will be based upon an innovative project, and it shall be necessary that PAED approve the report.

3. Should PAED issue a negative decision, Park N-T may take activities aiming at attracting an investor.

4. The decision on entering into the Investment Agreement with an Applicant and on establishing a company in order to commercialize an innovative solution which has been recommended for the support shall be made by the Management Board of Park N-T, after it has received a written positive decision (approval) concerning the report on the Pre-Incubation Stage by the Implementing Authority/second-level Intermediate Body.

5. Support for an innovative solution may only be given in the form of the Capital Entry to a newly-established company through the acquisition/purchase of less than 50% shares of the company on condition that Park N-T has necessary funds.

6. Capital entry may consist in the making by Park N-T of the contribution in kind by transferring property, plant, and equipment and intangible assets acquired in relation to activities conducted during the Pre-Incubation Stage of an innovative solution.

7. The value of shares referred to in sec. 5 combined with the value of property, plant, and equipment and intangible assets purchased for support funds and transferred to the company may not exceed de minimis aid referred to in Article 3.

8. The condition for the Capital Entry of Park N-T to the newly-established company shall be entering into the Investment Agreement by and between the Applicant, Park N-T, and, optionally, a private investor/investors which shall specify principles of establishing the company and its investment relationships.

9. If the interests of the Applicant or Park N-T require them to do so, the parties may enter into an initial investment agreement during the Pre-Incubation Stage of an innovative solution.

10. Equity participation of Park N-T in the company established as a result of activities referred to in Article 4 may not last for longer than 10 years.

7.2 Investment Agreement
The Investment Agreement shall specify at least the following:

a) the capital structure of the initial capital in the newly-established company, rights and obligations of the parties related to the establishment and functioning of the company;
b) allocation of funds received as a capital support;

c) amount and form of invested funds, number of shares acquired by Park N-T;

d) rights, obligations, and principles of cooperation between shareholders of the newly-established company, including obligations of shareholders concerning:

appointing a representative/representatives of Park N-T member(s) of the company’s bodies and assigning them relevant management and/or supervisory authorities;

acting according to a schedule accepted by the IC in order to pursue the strategy for the exit of Park N-T from the investment;

activities aiming at the accomplishment of operational predictions (including levels of sales and profit, share in the market, introducing new products/services/goods, entering new markets, and other operating goals);

activities which do not limit management and supervisory authorities of Park N-T authorities;

refraining from conducting activities as a competition to the company in which Park N-T participates;

e) provisions concerning the planned investment period, including the date and manner of disposing of or redeeming shares by Park N-T with a stipulation on the maximum period of equity participation of Park N-T of 10 years;

f) the obligation to present periodical information in the form of a quarterly report on the current activities of the company.

7.3. Establishment of the company
1. The entity established in order to commercialize an innovative investment should be a joint-stock company, a limited liability company, or a limited joint-stock partnership.

2. The number of shares acquired by Park N-T in the new company established for the purposes referred to in sec. 1 for the support funds for initiating innovative activities within the Project shall be less than 50% of the total number of shares of this company.

3. The value of shares in the newly-established company purchased/acquired by Park N-T combined with the value of property, plant, and equipment and intangible assets transferred to the company may not exceed, in total with other de minimis aid received from other sources and in other forms in the current calendar year and during the two preceding years, the amount of EUR 200,000 or, in the event of entrepreneurs conducting their activities in the road transport sector, EUR 100,000.
4. Park N-T may purchase additional shares of the newly established company provided that they are purchased for Park N-T’s own funds.

7.4. Participation of PNT “EURO-CENTRUM” in company bodies
As a party to the Grant Agreement concerning the Project, Park N-T shall be represented in bodies of the company established in order to commercialize an innovative solution.

7.5 Capital exit from the company
1. As a party to the Grant Agreement concerning the Project, Park N-T shall withdraw its capital from the company established in order to commercialize an innovative solution by the lapse of 10 years following the date of the capital entry.

2. The following shall be allowed as the methods of capital exit by Park N-T as a party to the Grant Agreement concerning the Project:

a) selling the shares of the company to a strategic investor, private investors, persons managing the company, or private investors named by them (“management buy-outs”);

b) redeeming shares of the company, while maintaining the value of the initial capital of the company required by legal regulations.

3. Before making the decision on the capital exit, Park N-T shall evaluate the owned shares.

4. Park N-T may commission external companies to evaluate the assets or may evaluate them on its own.

5. Should Park N-T perform the evaluation on its own, the following shall be allowed as the evaluation methods:
a) determining net value of assets;

b) the method of discounted cash flows.

6. Park N-T shall allocate the funds obtained as a result of the capital exit for the continuation of activities related to initiation of innovative activities referred to in Article 4 and for paying costs related thereto.

Article 8 OBLIGATION OF COMPANIES CONCERNING INFORMATION
1. All companies established as a result of capital investments of Park N-T referred to herein shall present their financial statements.
2. A set of financial statements should include the following:

a) a balance sheet and a profit and loss account as at the reporting date;
b) a descriptive part including the analysis of the financial standing of the company as at the reporting date.

3. Companies referred to in sec. 1 shall inform Park N-T about all risks and irregularities which have influence on the performance of the Investment Agreement.

Article 9 OFFER CONCERNING ACCOMPANYING SERVICES
1. As an institution conducting activities related to supporting enterprise, Park Naukowo-Technologiczny “Euro-Centrum”, Spółka z o. o. in Katowice shall offer the companies established in order to commercialize an innovative solution additional services including general and specialists consultations, network consultant services and specialist trainings related to the nature of trade preferred within the Project.

2. As a party to the Grant Agreement concerning the Project, Park Naukowo-Technologiczny “Euro-Centrum”, Spółka z o. o. in Katowice shall offer the companies established in order to commercialize an innovative solution the lease of offices and production establishments. The offered price for the lease shall be lower by at least 50% than the market price of lease during the first year and at least 25% than the market price during the second year.

Article 10 FINAL PROVISIONS
1. The Rules shall become effective upon their approval by the Management Board of Park N-T.

2. The Rules were approved by resolution no. 48/XI/2009 as of November 17, 2009.
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